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ABSTRACT 
Corporate governance has been the subject of businesses across the world annually, since the 
onset of the economic crisis in 1997 which hit most part of the world including Indonesia and the 
other country in East Asia. The worst condition in Indonesia happened around 1998, caused 
long-term crisis in our country. This led us to several cases of accounting reporting scandals that 
are known, such as, Enron, Merck, World Com and the majority of other companies in the 
United States. Some cases that occurred in Indonesia, such as PT. Lippo Tbk, PT. Kimia Farma 
TBK, that involves in financial reporting. Therefore it cannot be denied that corporate 
governance is closely related to earnings management, earnings management is management 
action that has the shape of interference in course of financial statement compilation with a view 
to improve its prosperity in personal and also company value. But also, the writer added some 
variable, which are: debt covenant and political cost to make this research more appealing to 
earnings management viewers. The aims of this research to examine the relationship of 
independent variable such as the institutional ownership, managerial ownership, debt covenant, 
board of director and political cost have significant influence to earnings management. This 
research uses the population from Indonesia Stock Exchange companies that listed in the period 
2008-2013. This research uses secondary data from financial statements of Indonesia Stock 
Exchange companies. The sample selection using the method of purposive sampling and gained 
9 companies, so that the sample used in this study was 45 samples. The data are tested in test 
statistic T, test statistic F and multiple linear regressions. Technique for data analysis is used 
statistic descriptive test to know the GCG report. The analysis will be based on annual report 
data in 5 years (2009-2013). The hypothesis results shows debt covenant and political cost have 
influence to earnings management, whereas other variables did not influences to earning 
management. Based on the results of multiple linear regressions, there is the variable managerial 
ownership and debt covenant significant influence to earnings management. 
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